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Shares Listed 

Share Issues Listed 

Par Value of Bonds Listed 

Bond Issues Listed 

Total Stock and/or Bond Issuers 

Market Value of Listed Shares 

Market Value of Listed Bonds 

Market Value of All Listed Securities 

Flat Average Price—All Share Issues A 
Shares: Market Value — Shares Listed A 
Bonds: Market Value — Par Value A 
Stock Price Index (12/31/24 = 100) AB 
Member Borrowings on U. S. Gov't Issues 
Member Borrowings on Other Collateral 


Member Borrowings—Total - 

N. Y. S. E. Members’ Branch Offices 
Total Non-Member Correspondent Offices 
Customers’ Net Debit Balances C 


Customers’ Free Credit Balance C 


Reported Share Volume 
Ratio to Listed Shares ; 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Share Volume (Incl. Odd Lots) D 
Money Value of Total Share Sales D 
Reported Bond Volume (Par Value) 
Ratio to Par Value of Listed Bonds 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Total Bond Volume (Par Value) D 
Money Value of Total Bond Sales D 
N. Y. S. E. Memberships Transferred 


Average Price 


Shares in Short Interest D 


| 1948 1947 
MONTH END DATA 
| February | January December February 
(Mil.) | 1,928 1,923 1,907 1,786 
(No.) 1,387 | 1,387 1,379 1,342 
(Mil. $) 136,531 | 136,543 136,727 137,106 
(No.) 900 | 900 900 925 
(No.) 1,216 | 1,215 1,217 1,203 
(Mil. $) 63,158 | 66,090 68,313 68,839 
(Mil. $) 136,313 | 136,232 136,207 141,033 
(Mil. $) 199,471 | 202,322 204,519 209,872 
($) 43.84 | 45.67 46.60 52.44 
($) 32.76 | 34.37 35.83 38.55 
($) 99.84 | 99.77 99.62 102.86 
(%) 73.9 76.8 81.1 
(Mil. $) 74 «| 63 57 86 
(Mil. $) 217 | 222 244 205 
Per Cent of Market Value of Listed Shares . (%) 0.34 | 0.34 0.36 0.30 
(Mil. $) 291 | 285 301 291 
(No.) 919 | 919 915 901 
(No.) 2,697 | 2,685 2,689 2,609 
‘ (Mil. $) | 568 578 573 
Credit Extended on U. S. Gov't Obligations (Mil. $) 56 61 | 66 
(Mil. $) 622 613 | 681 
DATA FOR FULL MONTH 
(Thou. ) 16,801 | 20,218 27,605 23,758 
(%) 0.87 | 1.06 1.45 1.33 
(Thou.) 764 | 809 1,062 1,080 
(Thou.) 867 | 902 1,155 1,132 
(Thou.) | 27,936 35,328 32,468 
(Thou. $) | 784,516 999,857 942,966 
(Thow. $) 69,745 | 111,381 141,873 79,987 
(%) 051 | .082 .104 058 
(Thou. $) 3,170 | 4,455 5,457 3,636 
(Thou. $) 3,628 | 5,035 6,018 3,821 
(Thou. $) | 128,055 178,255 95,349 
(Thou. $) 93,971 137,471 68,979 
(No.) 6 11 2 
($) 59,000 59,000 56,429 64,000 
3/15/48 | 2/13/48 1/15/48 3/14/47 
(Thou.) | 1,226 1,249 1,015 



































Price values are based on all the indicated 


issues and 


amounts thereof which are included in the list at month- 
end; such issues and amounts vary from month to month. 


-Adjustment made to compensate only for stock split-ups, 


split-downs and stock dividends. 


Excludes 


partners 


C—Reported only by member firms which carry margin accounts. 


accounts carried for member firms which are 
members of national securities exchanges and for general 


of such firms. 


D—Based on ledger dates. 
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onsumer Rise 


ACTS TO COUNTER 


rend of Costs 


In Utility Field 


By HAROLD H. YOUNG 


HE year 1947 proved to be one of 
real achievement in the public utility 
industry. New high records were set in 
a number of. different directions and 
there is every indication at present that 
new high levels will be reached in 1948. 
Speaking especially of the electric light 
and power division of the industry, rev- 
enues collected were the highest in the 
history of the operating companies, as 
were sales in terms of kilowatt-hours. 
While revenues had been registering a 
year-by-year increase, total output showed 
a modest recession after 1944, due to 
the loss of the strictly war load. In 1947 
the industrial business had nearly been 
restored to 1944 levels, but in the mean- 
time the gains in other departments, 
especially the domestic and commercial, 
had been so impressive that the grand 
total was well ahead of the 1944 peak. 
A large number of new customers were 
added during the year, to bring the 
total served to an unprecedented figure. 


Business Horizon 


Looking ahead, it seems as if many of 
these trends are still to continue so far 
as can be seen now. In the domestic 
field, gross business will grow as new 
homes are constructed, and it is recog- 
nized that homes put up today are likely 
to be equipped with many devices using 
gas or electricity which would not nec- 
essarily have been recognized as “stand- 
ard equipment” a few years ago. This 
trend grows out of incieasing recognition 
of the comforts and conveniences which 


utility appliances of many kinds con- 
tribute to the home. Furthermore, with 
the domestic help situation as it exists, 
the average housewife is eager to get 
just as many labor-saving devices into 
the home as the pocketbook will allow. 

Accordingly, it would seem obvious 
that many additional appliances will go 
on to the utility company lines this year, 
not only in new homes but in millions 
of existing homes as well. The shortages 
of appliances which existed during and 
for a long time after the war are gradu- 
ally being taken care of and the day is 
now at hand in which aggressive promo- 
tional work may be undertaken. In this 
program the utility companies will have 
the assistance of an augmented number 
of appliance dealers throughout the coun- 
try. One reliable estimate indicates that 
the number of dealers in business at the 
close of 1947 was over 75 per 
greater than in the pre-war days. 

In the commercial field new enterprises 


cent 


continue to be opened up requiring utility 
services and usage by existing customers 
increases. New standards of lighting are 
being accepted in the stores. Ventilating, 
air-conditioning and other contributions 
to customer comfort are being increas- 
ingly installed. In the industrial field, 
many companies are abandoning isolated 
power-generating units in favor of tak- 
ing central station service. This trend 
is given an impetus by obsolescence of 
present plants and by increasing: labor 
costs for operation of boilers and other 


equipment. New processes 


involving 


CUSHING AND GALLOWAY PHOTOS 


heat-treating give new loads to both gas 
and electric companies. 

The gas business has been positively 
embarrassed by the new demands for 
service made upon it. This applies to 
both the natural and manufactured gas 
companies, with particular emphasis on 
the former. This situation has been 
brought about by sizable price rises in 
competing fuels, particularly coal and 
oil. Heretofore the gas industry had com- 
peted for heating loads primarily on the 
basis of convenience and cleanliness. 

Of late, however, the costs of coal and 
oil have soared to a point which makes 
gas attractive on a price basis as well 
as on the other counts. This has created 
an urge to convert to gas on the part of 
more customers than the gas companies, 








1 





as a rule, are prepared to take care of. 
The bottle-neck of expansion among the 
distributors of natural gas is the shortage 
of steel for construction of new pipe- 
lines. This will gradually be taken care 
of. Manufactured gas companies are also 
handicapped in expansion of facilities by 
shortages of certain vital equipment. 


Higher Thermal 


In passing, mention might be made of 
a new process for gas manufacturing 
which is permitting companies to turn 
out gas with a heat content about double 
of that which they had been previously 
distributing. This permits a large increase 
in business without the necessity of ex- 
panding distribution 
facilities. The new process has not been 
widely adopted as yet but some installa- 
tions have been made with much satis- 
faction. 


transmission and 


Conversions from manufactured 
gas to natural gas operations will be 
continued as pipeline construction per- 
mits. Wherever this change-over has been 
made it has been generally satisfactory 
to the customers and companies, alike. 
At the present time there are in the 
minds of mis- 
givings about the possibilities of an in- 
dustrial Whether such mis- 
givings are warranted is not within the 
province of this article but it is of inter- 
est to contemplate how utility companies 
might be affected in the case of some 


some investors certain 


recession. 


this 
respect the record of the electric business 
is particularly appealing. 

We find that residential customers have 


retarding of business activity. In 


produced an increasing volume of busi- 
ness and revenue almost every year, re- 


gardless of the course of general condi- 
Using Edison Electric Institute 
reports, we observe that residential rev- 
enues in the major depression slipped 
back only slightly. They declined from 
$678,611,300 in 1931 to $665,633,600 in 
1932 and $648,839,000 in 1933. Most of 
the lost ground was made up in 1934 
and consistent increases have since been 


tions. 


recorded. Part of the small drop in 
residential revenues which did take place 
stemmed from temporary losses of a few 
Average usage per residential 
customer dropped in only one year, 1933, 
and the setback was a strictly nominal 


from 601 KWH to 600 KWH. 


Commercial revenues (from small light 


customers. 


one- 


and power users such as stores, restau- 
rants, filling stations, etc.) are a little 
more sensitive to business conditions but 
still hold up relatively well. Revenues in 
this category sagged from $575,598,100 
in 1930 to $471,780,200 in 1933 but 
went through the 1938 business recession 
without any downward turn. It is in the 
industrial classification (large light and 
power users) that effects of any business 
downturn are most quickly registered, but 
the interesting feature here is that this 
type of business yields the lowest revenue 
per KWH of any of the major divisions. 
As a result the effect on net income is 
the smallest. 

As a matter of fact, some modest re- 
cession in the volume of industrial busi- 
ness at the present time would not be 
especially serious. This is because most 
of the companies are hard pressed to take 
care of the business they have by reason 
of the big growth and the fact that during 
the war years it was impossible to ex- 


pand plant facilities freely. Accordingly, 
most companies are having to take care 
of their loads by running a great deal 
of old and inefficient plant which nor. 
mally would have been retired or held 
only for peak or stand-by purposes. Gen- 
erating costs in these plants are high, 
while the incremental returns on much 
of the industrial business are low. It is 
not uncommon to hear it said that under 
present conditions a moderate amount of 
industrial business could be dropped with 
little or no loss of net income—and even 
with a little gain in net income in some 
cases. 


Estimate of Profit Outlook 


With reasonable assurance as to good 
business ahead, what is the outlook for 
profits? In the latter part of last year 
some apathy was expressed about the 
outlook for utility earnings by certain 
analysts who predicted that companies 
would be caught in a squeeze between in- 
flexible rates and rising costs. This con 
tention is not being supported by the 
trend of events. In the first place, rates 
are not proving to be inflexible and con 
siderable relief has already been granted 
where needed. This has been especially J 
true in the manufactured gas field, where 
the impact of rising costs has been felt 
more seriously than in the electric end 
of the business. However, electric com- 
panies have obtained help already in 
some adjustments of schedules to give a 
better return on low-profit business. Some 
companies which did not previously have 
them have inserted fuel clauses in their 
rate structures so that any further in 

(Continued on page 8) 
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“YIELDS of 6% or More” | 


CONTRAST PRESENT WITH PAST 


MARKET TRENDS 


By Horatio L. Whitridge 


BALTIMORE—It is not difficult at present 
to set up a diversified high-grade common 
stock portfolio yielding a return of 6 per 
cent or more. It is worthy of investor at- 
tention, too, that dividend payments in 
1946 and 1947 have been conservative in 
relation to corporate earnings. 

These premises give point to a brief 
survey of statistical facts surrounding the 
stock market, with emphasis upon ele- 
ments found in other markets which have 
an important bearing upon equities; and 
if such data be contrasted with corre- 
sponding facts of the past, a picture results 
that appears logical for investor study. 

In respect to dividends and their con- 
servative relationship to stock market ap- 
praisals, such a review as this might well 
start with information lately published in 
THe ExcHance. A compilation as of 
the end of last year showed an aggregate 
value of $60,500,000,000 for the common 
stocks of 964 companies listed on the New 
York Stock Exchange. The estimated cash 
dividends paid on 851 of these issues in 
1947 amounted to $3,254,000,000, which 
would give an indicated rate of return of 
3.37 per cent on the market value of all 
the listed equities, including both divi- 
dend-paying issues and non-payers. 


Overcoming Obstacle 


With 113 common stocks, or close to 
12 per cent of the list, contributing noth- 
ing to dividend disbursements of 1947, 
it is seen that payments made by the 
others had to overcome a fairly heavy 
inertia among the non-payers in order to 
attain so substantial a percentage on the 
market value of the entire group. The 
explanation lay in (1) reasonably good 








dividends among a large and varied sec- 
tion of the list, and (2) a relatively low 
price for the Stock Exchange roster on 
the average. It will be recalled that two 
years ago, due quite largely to exalted 
price levels, dividend yields of 3 to 3% 
per cent were by no means uncommon 
among equities. 

The broad background of the dividend 
picture may be further sketched by citing 
that 782 issues distributed $2,296,000,- 
000 in 1945 in cash among holders of 
their common stocks, and in 1946, 828 
issues rewarded share owners with $2,- 
713,000,000. Either of these sums would 
represent a sizable indicated rate of re- 
turn on the current market appraisal of 
all equities on the New York Stock 
Exchange. 

Thus, for three years earnings avail- 
able for dividends have been substantial 
and continuing into the fourth year under 
strong momentum, and dividends, them- 
selves, have gained. They could have been 
larger had the great body of listed cor- 
porations not found it necessary to draw 
extensively upon income for plant enlarge- 
ment, the laying-up of inventories and 
to provide reserves against rising costs 
of replacements. 

And yet stock market prices have not 
for a long time given even a moderate 
response to things fundamental. 

To see how indifferent equities have 
been to fundamentals for nearly two years, 
the record may be referred to, using the 
Dow, Jones & Co. industrial stock aver- 
age as a guide. 

The market, following Germany’s col- 
lapse, reached a high of 169.08 on May 
29, 1945. Then, after several months 


a ee 
Siate 


CHARLES PHELPS CUSHING 


of hesitation, prices resumed their ad- 
vance following the surrender of Japan. 
With only minor recessions, the average 
reached a post-war high of 212.50 on 
May 29, 1946. From this level a pre- 
cipitate decline occurred to 163.12 on 
October 9, 1946, a recession of about 
23 per cent. Later the market rallied 
to 186.85, and after fluctuating within 
a narrow range, the average ended Febru- 
ary 7, 1948, at the time of this writing, at 
169.79, or practically where it stood 
nearly three years before—in May, 1945. 


Price Revision 

In contrast, the prices of practically 
all commodities continued an uninter- 
rupted advance from mid-summer of 1945 
through December, 1947. It is only in 
the last several weeks that real liquida- 
tion has appeared in the commodity 
markets, perhaps foreshadowing a general 
readjustment in prices. Had the stock 
market for more than two years been 
discounting this reaction in wheat, corn, 
etc.? Presumably it had been looking 
ahead, as is its custom, but it could hardly 
be said that discounting was its main 
characteristic; if so, stock prices would 
have been expected to rally briskly when 
“the bad news was out,” whereas the 
Dow-Jones & Co. average retreated from 
the January, 1948, high of 181.04 to 


3 






















165.65 while commodities were breaking. 

The chance should not be overlooked, 
of course, that a general price readjust- 
ment has still some distance to go; should 
it develop during the spring, the stock 
market’s time-honored faculty for dis- 
counting events beyond the horizon would 
be honored afresh. But examining the 
markets at the moment, with 
ities apparently leveling off in newly 
established price ranges and stocks again 
back in their monotonous rut, it would 
seem that elements remote from the stock 


commod- 


market's foresight are helping shape price 
tendencies as they have done so long. 
Much opinion leans to the thought that 
commodity readjustment, thus far, has 
been a constructive development. Busi- 
ness and investors have been well informed 
by government statistics of the size of 
inventories in relation to sales, and most 
corporations have set up large reserves 
against possible inventory declines. A 
that inventory 
profits as reflected in the corporate earn- 
ings of 1946 and 1947 non- 


recurring, but that future business may 


reasoned argument is 


may be 


be done on a sounder basis because of 
what has happened among commodities. 


Big Buyers Out 

The market for equities has not, for a 
long time, been acting as though pre- 
occupied mostly by its function as a 
barometer of the longer price future. It 
has been marked by a light demand. It 
has ignored ordinary stimuli provided by 
earnings and dividends. It has given evi- 
dence in the scope and character of trans- 
actions on the Stock Exchange that buyers 
of large caliber—men of substantial in- 
and accumulated are 
holding aloof. 


comes resources 

It is not the purpose of this writing to 
go into the recognized effect of high taxa- 
tion upon large incomes as regards equity 
Rather, the intent is to deal 
with facts which provide material for 
investor study because they show that 


investments. 


equities stand among the less inflated 
evidences of wealth. 

Further to emphasize this point, it may 
be noted that, in addition to ignoring 
the rise in commodity prices during the 
latter’s booming months, stocks also have 
failed to record the rise in the seasonally 
adjusted Index of Production from 163 
in December, 1945, to the preliminary 
figure of 191 in December, 1947. 

History is always an aid to study, so 
a glance backward would not be amiss 
for investors seeking to gauge the present 
market situation with an eye on prospects. 
Major declines in the stock market and 
business have followed excessive specula- 
tion in equities and commodities, tight 
credit, and expansion of bank loans out 
of proportion to banking assets. Look at 
some costs of new financing in the 1920 
interval, attention going to coupon rates: 

$25,000,000 Standard Oil Co. of Cali- 
fornia 10-year gold debenture 7 per cents: 
$10,000,000 Kansas City Power & Light 
first and refunding 20-year gold 8 per 
cents; $10,000,000 Pacific Gas & Elec- 
tric first and refunding 20-year gold 7 per 
cents; $10,000,000 Union Pacific equip- 
ment 7 per cents and $50,000,000 Penn- 
sylvania Railroad secured gold 7 per cents. 


Hardening Money 


During 1920, U. S. Government 41s. 
1927-42, sold as low as 81.10, yielding 
7.80 per cent to the nearest call date. 

The recent advance in the Federal Re- 
serve rediscount rate from 1 per cent, 
where it had ruled since 1937, to 114 
per cent and even a further rise to 142 or 
2 per cent would have the effect of pro- 
ducing caution toward the expansion of 
credit, rather than giving reason for 
thought that a major increase in money 
rates was in the making. 

A historical contrast between 
and “then” could be carried to the verge 
of the fantastic. In 1929 call money for 
carrying securities ranged from 6 to 15 
per cent and the range of 


“now” 


six months’ 





Dow-Jones Industrial Average 


Index Bureau of Labor 


Wholesale prices all Commodities 


Gold Stock of United States 
Total Money in Circulation 
Total Deposits all Banks 
U.S. Gross Public Debt 





SIGNIFICANT PERCENTAGES OF ECONOMIC CHANGES 


* Fiscal year June 30th. 


Sept. 1,1939 Feb. 7, 1948 
; 135.25 169.79 + 25% 


Latest 1947 


1939 Year Figure 
fe 163.0 ERE 
(In millions of dollars) 

. $17,644 $22,754 + 29% 
os 7,998 28,766 + 280% 
a 57.698 143.800 + 149% 

40.440* 258,212 +540% 

































































Statistical and other factual infor- 
mation regarding any securities re- 
ferred to in THe ExcHANGE has been 
obtained from sources deemed to be 
reliable but THE EXCHANGE assumes 
no responsibility for its accuracy or 
completeness. Neither such informa- 
tion nor any reference to any particu- 
lar securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 











credit from 712 to 9 per cent. When the 
Dow-Jones average reached its peak of 
381.17 that year, the thirty industrial 
stocks composing the average gave a 
dividend return of only 3.31 per cent. 
At the same time, Fourth Liberty Loan 
414s of 1938 at 99745, yielding 414 per 
cent to the nearest call date. 

The return at that time on medium-term 
Government bonds as compared with 
equity yields was more than 1 per cent 
in favor of Governments; the highest re- 
turn now on Treasury bonds is approxi- 
mately 2144 per cent, as compared with 
about 514 per cent on the thirty Dow. 
Jones industrial common stocks, or a 3 
per cent edge on common stock yields. 
The stock market used to prove vulner- 
able when the ratio of price to earnings 
reached 15 to 20 to one; the preliminary 
reports of 20 corporations for 1947 re. 
cently showed a ratio of only 8.18 to one, 

The realm of fantasy is also approached 
closely in individual price-earnings ratios 
which examination of a larger list of 
annual reports should disclose. My atten- 
tion was just called to a long-established 
corporation in the construction field, with 
large advance contracts on its books at 
the last year-end, which earned close to 
$5.50 a share in 1947, on common stock 
selling at the moment under $20 a share. 
That figures out at a ratio of less than four 
for one. 

Research would disclose other com 
panies, also well-established, which ex 
perienced an unusual demand for their 
products last year and are currently 
priced as to stock around three times the 
per-share net of 1947. Granted that profits 
in prospect may not be so large, stil 
ordinary good business should produce 
earnings warranting a logical 
spread. 

Straws in the wind! They revealed 
plain signs of stock market inflation m 
1920 and 1929 which are not in sight 
today; and dividend yields, supported by 
reports of earnings, supply a field for 
close investor study. 


more 








@ BD) 


be; 
ket 
bu 


ma 


the 
cul 


str 
lyi 
the 
low 
an 
on 


otl 
the 
mi 
of 
De 


du 
20 
Th 
ral 
17 
it | 
the 


to 


wh 
me 


SCI 


act 


ha 


ae 
nfor- 
$ Te- 
been 
o be 
umes 
‘y or 
yrma- 
rticu- 
ie or 
pay a 
, sale 
es. 





hen the 
peak of 
dustrial 
gave a 
er cent. 
ty Loan 
414 per 


um-term 
od with 
per cent 
shest re- 
approxi- 
‘ed with 
ty Dow- 
or ag 
< yields, 
» vulner- 
earnings 
liminary 
1947 re- 
8 to one. 
proached 
gs ratios 
r list of 
iy atten- 
tablished 
eld, with 
books at 
close to 
10n stock 
) a share. 
than four 


her com- 
vhich ex 
for their 
currently 
times the 
rat profits 
arge, still 
| produce 
e logical 


revealed 
lation in 
t in sight 
ported by 
field for 





Market Analysts Wander 


IN FOREST OF PARADOXES 


ELDOM have stock market analysts 
S and forecasters had more significant 
data to work with than since this year 
began. and seldom if ever in modern mar- 
kets has it been harder to make either a 
bull or bear pattern of them. 

The forces which shape statistics and 
market emotions are of a kind which, if 
they could be weighed singly, would be 
a chart interpreter’s delight. The difh- 
culty is. these forces are too plentiful. 

... The industrial and commodity price 
structure, dividends, politics, the under- 
lying state of business and employment, 
the Marshall Plan, the spring strike out- 
look, the trends of national production 
and national income . . . If a selection of 
one or two of such elements could be set 
up and analyzed, without the clutter of 
other and conflicting impediments of 
thought, a short-range view of stock prices 
might be attained. But what can be made 
of material shaping such inconclusive 
Dow-Jones average fluctuations as these? 


Confusing Averages 


Looking back a short distance, the in- 
dustrial average declined from October 
20 to December 6 from 185.29 to 175.74. 
Then, up to December 31, the average 
rallied to 181.16, only to reverse itself to 
171.97 by December 31. By February 2, 
it had improved to 174.92—the highest of 
that month—only to tail-spin downward 
to 165.65 on February 10, the day that 
wheat, corn, etc., reached a kind of “cli- 
mactic selling” spot in the winter’s com- 
modity rout. 

Newspaper headlines that day, too, de- 
scribed the price reversal as the “worst 
break since September” and bear parti- 
sans might have detected a trend. But 
again prices turned about and by the 
end of dealings on March 6, the average 
stood in the shadow of 169, In summary, 
the price front of industrial stocks traced 
by the average was back almost to the 
point reached on December 31. The re- 
action of February 10, sharpest for sev- 
eral months, would, as a matter of fact, 
have been considered as hardly more than 


a brisk corrective movement during bull 
markets of other years 
than 1945 or in 1936. 

The nostalgic recollection could hark 
back to corrective recessions in the 1920s 
correctly described as “price breaks” 
which were eas‘ly interpreted by all hands 
as transient interruptions of a bull mar- 
ket. Periods of dullness, too, that tried 
the patience without upsetting sentiment; 
as in the spring of 1928 when General 
Motors (old stock) hovered around 150 
for a while, then surged to a level above 
200. 

These statistics aid in illustrating how 


no longer ago 





shadowy either a bull or a bear slant 
would have been at the close of business 
on February 10, taking a scattering of 
equities which are usually volatile: 


Feb.2 Feb.10 March5 
Amer. Can. 78% 763% 7914 
Amer. Cyanamid. 38 334% 35 
Beth. Steel ..... 344g 31% 31% 
a ae 4134 363% 3734 
ere 98144 5314, 55% 
Ge Peet ......, 18034 170 1661, 
Douglas Air. ... 53 504g «56 
Gen. Motors .... 564%, 521% 5214 
Goodrich ...... 534% 50% 50 
Stand. Oil (N.J.) 73144 70 72% 
ih}. So ae 754g 69144 70 
Westinghouse ... 28 254, 26% 


Among the dozen stocks are a few whose 
lack of resiliency on the upturn appeared 
to counter the general rally; such as the 
steel issues, the rubber and the chemical 
stocks. It would be possible to attribute 
special handicaps to several of these. 
The steels, for example, had to experience 
the restraining effect of public uproar 
over a $5-per-ton rise of certain steel 
prices, The rubber issue felt the effects 
of comment about tire supplies approach- 
ing the level of current demand. The 
overall picture sketched by the exhibit 
was one of recovery after a moderate re- 
versal. referring again to February 10 as 
an especially dismal day for the bulls 
which, incidentally, was set amid the days 
when the July wheat option in the futures 
market reached $2.161 or about 45 cents 
under the February maximum, and July 
corn sold at $1.8614 cents a_ bushel, 
against $2.44), cents earlier in the month. 


A Month’s Tale 

The foregoing, of course, ‘applies to 
a short period—a month—and if inquiry 
be traced backward for another month, 
ammunition is found to arm prognosti- 
cators who lean upon their impressions 
of a bear trend. From December 31 to 
January 23, the Dow-Jones average de- 
picted a rather hasty retreat from 181.16 
to 171.97, and then the collapse of com- 

(Continued on page 12) 
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REPLACEMENT DEMANDS 
LAY HEAVY HAND 


UPON INCOME, 


RESTRICTING DIVIDENDS 


By WILLIAM W. CRAIG 


N the modern industrial picture, the 
stockholder further in the 
background than he ever did before dur- 


stands 


ing a period of good business. Labor is 
there in the front row closest to a cor- 
poration’s treasury window, the suppler 
of raw and semi-finished materials next 
banker 


behind him, the bondholder or 


beside him, if the company owes money; 
then the tax collector and, edging the 
stockholder slightly away, comes next a 
new sharer in the’ profits. 

This is the extra Consumer of Capital 
in inflationary periods . . . personifying 
the high cost of business living. 

The stockholder, while getting some- 
thing more than the core of the profit 
apple in cash dividends, is compelled by 






“Depreciation reserves, computed on original cost, are inadequate under present conditions 
to finance new equipment.” Here parts for a new steel rolling mill are being assembled 
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the needs of the times to see much of 
the fruit of his venture remain in the 
business. In effect, he is being called 
upon to increase the size of his invest- 
ment. His equity thus increases to a 
degree, but in many instances the earn- 
ings which normally would come to him 
in dividends go toward the financing 
of high-priced construction, toward re- 
serves for high-priced inventories, and 
to meet higher than past labor costs for 
an equivalent amount of production. 
Cash dividends remain reasonably good 
because of large mill and factory output, 
and yields have risen substantially dur- 
ing the last two years because of the 
drift of equity prices. References to the 
accompanying statistics reveals, neverthe- 
less, the extraordinary extent to which 
many corporations lean upon their net 
cash intake to finance operations, thus 
reducing stockholders’ dividend receipts. 


Normal Dividends 


In a normal American economy, stock- 
holders could fairly expect to receive 60 
to 70 per cent of the net profit of well- 
established, profitable industrial com- 
panies whose capital set-ups were soundly 
balanced. The table, of diversified con- 
cerns, listed on the New York Stock 
Exchange shows that, in 1947, 31 of the 
40 companies, or more than three-quarters 
of the list, distributed less than 60 per 
cent of their net and only a little more 
than one-fifth of them paid out more 
than 60 per cent in dividends. The dis- 
tributions applied to both common and 
preferred stocks. Stockholders of 40 per 
cent of the companies received less than 
50 per cent of the net income and only 
a little more than one-third of the tabled 
corporations distributed between 50 and 
60 per cent of their net. 

On the average, the full list of com- 
panies rewarded shareowners with 54.4 
per cent. It should be noted that the 
roster includes a few companies which 
paid out small percentages of their profit, 
as dividends were begun or increased 
rather late in the year. 

The foregoing statistics and comment 
are presented with no critical slant toward 
corporate management. Management is 
grappling with great problems, due to 
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costs and the drying up of ordinary 
sources of capital to supplement retained 
earnings. The stockholder is being asked 
to contribute more than usually to the 
solution of these problems, and it may 
be emphasized that where money earned 
for him is devoted to the enlargement 
of earning power, he is not a long-run 
loser. A study of the sluggish equity 
market on stock exchanges and over the 
counter suggests, however, that the load 
imposed upon earned profits is clouding 
the short-range sentiment of investors who 
are willing to run reasonable risks pro- 
vided that the promise of a generous 
return is encouraging. 


Disposition of Profits 


Where are quantities of earned profits 
going? Officials of several large corpora- 
tions have lately attested to several uses 
of them. Funds provided by depreciation 
reserves, computed on costs, are inade- 
quate under present conditions to finance 
replacements of buildings, machinery and 


Net 
Issue Income 
American News Co. $ 3,852,051 
American Woolen Co. 15,269,914 
Atlas Powder Co. . 2,024,039 
Bliss & Laughlin, Inc. 1,740,983 
Briggs & Stratton Corp. 2,637,352 
Caterpillar Tractor Co. 9,956,912 
Chrysler Corp. ae to 67,181,221 
Cluett, Peabody & Co., Inc. 5,343,551 
Continental Baking Co. 5,091,559 
Continental Steel Corp. 1,296,874 
Marshall Field & Co. 10,556,783 
General Baking Co. . 2,740,284 
General Cable Corp. . 6,158,266 
General Cigar Co., Inc. 1,597,788 
Goodyear Tire & Rubber Co. 25,544,943 
Hercules Powder Co. 12,934,430 
Houston Oil Co. of Texas 4,046,094 
Jewel Tea Co., Inc. 3,381,040 
Johns-Manville Corp. 9,486,633 
Koppers Co., Inc. 6,165,783 





EWING GALLOWAY 
“Profits are invested in inventories and other going elements of production.” 


Here 


aluminum sheets are stretched into shapes to form the body paneling of motor buses 


equipment. This element was recently 
pointed out by the presidents of United 
States Steel and National Biscuit Com- 
pany. The latter concern earmarked 
$6,000,000 of 1947 earnings as a special 
reserve for future replacement work. To 
fill the gap between funds required for 
expansion and recoveries from deprecia- 
tion accounts, the former drew heavily 
upon net current asset items, reducing 
such assets by $80,221,000 last year. 


PERCENTAGE OF CORPORATE NET INCOME PAID TO 





Profits are invested in inventories and 
other going elements of production. So far 
as profits are applied to expansion, stock- 
holder equity is increased; it is enlarged 
to a lesser extent in replacements of older 
plant and equipment. The informed stock- 
holder is aware that no small part of 
money earned for him is going into 
capital account; that is, cash earnings 
are being used in many instances to 

(Continued on page 12) 











STOCKHOLDERS 


Per Net Per 
Dividends Cent Issue Income Dividends Cent 
$ 1,896,462 49.2 S. H. Kress & Co. 12,672,077 8,230,859 65.0 
10,133,477 66.4 a ee a 9,610,976 5,519,409 57.4 

916,579 45.3 Liggett & Myers Tobacco Co. 22,900,691 15,577,413 68.0 

936,912 53.8 Mathieson Alkali Works 2,930,565 1,512,258 51.6 

1,485,743 56.3 McCrory Stores Corp. 6,302,812 3,231,639 51.3 
5,646,720 56.7 Mohawk Carpet Mills, Inc. 2,733,727 1,593,000 58.3 
25,019,009 37.2 Monsanto Chemical Co. 15,561,228 8,268,130 53.1 
2,389,932 44.7 Noblitt-Sparks Ind., Inc. 2,648,615 682,813 25.8 
2,470,091 44.5 Owens-Illinois Glass Co. 13,959,431 8.848.874 63.4 
752,059 58.0 Purity Bakeries Corp. é 3,272,196 2,052,865 62.7 

4,525,026 42.9 R. J. Reynolds Tobacco Co. 32,132,187 21,764,000 67.7 
1,622,622 59.2 Sutherland Paper Co. 2,364,114 860,000 36.4 
Texas Gulf Sulphur Co. 21,665,011 17,280,000 79.8 

aan ov United Fruit Co. ; 47,140,794 30,712,490 65.2 
yeni * U.S. Gypsum Co. 16,531,744 6,938,170 42.0 

— U.S. Rubber Co. 21,753,317 ‘12,250,436 56.3 
5,704,280 44.1 U. S. Steel Corp. 126,704,272 70,911,750 56.0 
1,098,618 27.2 Ward Baking Co. 2,531,425 1,321,811 52.2 
1,943,260 57.5 F. W. Woolworth Co. 41,913,415 24,259,019 57.9 
4,249,510 44.8 Worthington Pump & Mchy. Corp. 6,056,340 1,532,895 25.3 
2,308,990 37.4 40 Companies . . *$608,851,437 *$331,020.236 54.4 








*As reported in the supplements of Moody’s Manual of Industrials. 








Comment on Building Costs | 


Reflects Corporate Woe 


ARDER hit than any other dollar, 

from the point of view of impaired 
purchasing power, is the dollar spent 
for new construction. Mounting costs of 
plant expansion and new equipment, plus 
concern over prospective costs when ex- 
isting plants may have to be replaced, 
are a topic singled out for discussion in 
many of the reports for the year 1947 
now being released to shareholders. Con- 
cern over high construction costs was less 
in evidence at this time last year when 
business was reporting on its first period 
of post-war production. The more recent 
experience in wrestling with corporate 
budgets for additions to plant apparently 
has induced management to bring the 
situation to stockholders’ attention. 

K. T. Keller, president of Chrysler 
Corporation, tells the corporation’s stock- 
holders: “The original cost of all build- 
ings, machinery and equipment 
owned and used by the corporation in 
its operations was $210,384.362. It is 
estimated that their replacement at to- 
day’s price level would cost $352,000,000. 


now 


If present price levels continue to 
rise, it is apparent that the ultimate re- 
placement problem can only be met, with- 
out resort at some time in the future to 
capital financing, by accumulating cash 
balances from current operations. Your 
management has this firmly in mind in 
determining the corporation’s fiscal pol- 
icies, but as yet no method of dealing 
with this matter in corporation account- 
ing reports seems to have been devised 
and accepted into common practice.” 


Accelerates Charges 


Chrysler’s solution has been to modify 
its depreciation policies so that charges 
are accelerated in the early years of pro- 
ductive use for those facilities acquired 
since the war. The effect of this, and 
certain other minor changes in depre- 
ciation policy, was to enlarge Chrysler’s 
1947 depreciation charges by approxi- 
mately $5,166,000. 

H. W. Prentis, Jr., president of Arm- 
strong Cork Company, informs share- 
holders of the company: “Since much of 


your companys property was acquired 
prior to the war at pre-war dollar values, 
current depreciation charges do not pro 
vide sufficient 1947 dollars to replace 
worn-out buildings and equipment at 
present-day prices. For example, the 
company’s depreciation charge was $3, 
047,680 for 1947. If calculated on the 
basis of current costs, it would be slightly 
more than doubled. Such an amount, 
if charged against sales income, would 
make the profits for 1947 proportionately 
lower. 

“This situation is common to corpora 
tions generally,” Mr. Prentis concludes, 
“and causes their profits expressed in 
1947 dollars to appear much larger than 
would be the case if depreciation charges 
were based on present-day costs.” 

The kind of a behemoth that business 
managers are fighting is shown clearly h 
the final figures on 1947 constructio 
Last year $12,000,000,000 was spent i 
the United States on new building, th 
largest amount for any peace-time yea 
But Engineering News-Record comment 
that “we spent too much for too little co 
struction” and that “for that outpourin 
of dollars we got less physical volum 
than in 9 of the last 20 years . . . State 
in another way, we spent $12,000,000,00 
for about the same amount of constru¢ 
tion that cost us only $7,000,000,000 i 
1939.” 7 





Utilities Offset Costs 


(Continued from page 2) 


creases in fuel costs automatically per- 
mit rate increases, at least on industrial 
business. If costs get out of hand, there 
is every reason to expect sympathetic 
treatment from regulatory bodies. 

In general, utility executives look to 
increased business to help offset higher 
costs. In the electric industry only about 
20 per cent of revenues are taken by 
wage and salary payments. The program 
of rebuilding depleted employe staffs 
after the war is pretty well completed 
and efficiency of employes is increasing 
as newly hired people complete training. 
Installations of new equipment will give 
savings in both fuel and labor. 

Big expansion programs are now in 
progress to take care of greatly increased 
demands for service. This is presenting 
a problem of raising new capital but 
present indications are that the problem 
will be solved successfully. A substantial 
portion of needs can be taken care of 
from sale of senior securities. for which 


8 


market exists, and from cash 
generated within the business through 
depreciation charges and retained earn- 
The greatest difficulty has been 
looked for in raising equity capital. 
Throughout the financial world, the 
drying up of new capital for common 
stock investments has been regarded as a 
serious threat to the expansion of our 
economy. Happily, recent experiences in 
raising new common stock money for 
utilities have been so very successful as 
to suggest that the equity problem may 
not be as serious for utilities as for many 
other segments of industry. Since the 
first of 1948 a number of offerings of 
subscription rights have been made with 
complete satisfaction to the issuing com- 
panies. In instances where war- 
rants gave the privilege of subscribing 
for additional addition to 
shares allocated on pre-emptive rights, 
the total subscriptions have run to 130 
per cent or 140 per cent of the offerings. 
Of late there has been some recognition 
that any trend toward reduction of the 
general level of commodity prices would 
be especially beneficial to the utility 
companies as this would mean a reduc- 


a ready 


os 
ings. 


some 


amounts in 


tion in their costs without corresponding 
declines in revenues. It would appear, 
therefore, that the present level of utility 
company dividends has a good chance of 
being maintained and there is a likeli- 
hood that in numerous instances dividend 
increases can be forthcoming as specific 
problems of individual companies, now 
in the process of solution, are finally 
worked out. 

Considering the stability of the utility 
company earnings, it is surprising to find 
yields as high as those which have been 
recently prevailing. Shares of some of 
the best-known companies whose stocks 
have been in the hands of the public 
for a long time have been affording re 
turns of 5 per cent to 61% per cent. Some 
of the less seasoned stocks or stocks df 
some of the smaller companies have been 
selling at prices which give yields of 6% 
per cent to 8 per cent, or occasionally 
even more. Not so long ago it would have 
been quite impossible to talk about re 
turns of this magnitude, as was the cast 
in early 1946 with well-rated industria 
shares. 

From several angles, the public utility 
field offers material for research. 
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IDED by the good level of business, 

a number of companies managed in 
1947 to cut down the dividend accumu- 
lations on their preferred stocks. Three 
issues on the New York Stock Exchange 
list were paid up in full. They were 
Pittsburgh Steel, which distributed 
86.8714 a share on its 51% per cent prior 
preferred, lst series; and Armour & Co., 
which called its 7 per cent preferred for 
redemption at $115 plus accrued divi- 
dends, and cleared up arrears on_ its 
outstanding $6 prior preferred by dis- 
tributing $31 a share. 

Back dividends were paid up during 
the year on a fourth issue, National Supply 
Co. $2 ten-year preferred, but this stock 
was converted into common last autumn. 

Several more issues with dividend accu- 
mulations were removed from the trading 
list by exchange offers. Two Pere Mar- 
quette Railway issues were retired due 
to the company’s merger with the Chesa- 
peake & Ohio. 

Then another seven issues benefited 
from payments reducing arrearage to- 


tals, or from treasury acquisitions of 
stock. 

Counter to the encouraging trend un- 
covered so far, one stock—Gar Wood 
Industries 414 per cent preferred—fell 
in arrears by missing two quarterly pay- 
ments in 1947, 

Yet, on balance, the outset of 1948 
found only 30 preferred issues on the 
New York Stock Exchange having backed 
up dividends. This is by far the lowest 
number for any year since before the 
Great Depression of the 1930s. As re- 
cently as 1941, by way of comparison, 
there were 116 delinquents. 

Most of the rough spots remaining 
are rail or public utility situations, for 
which a solution is being sought through 
recapitalizations, liquidations or exchange 
offers. 


The following table gives the year-by- 
year status of the accumulations on all 
30 issues: 

Arrearages on Listed Domestic Preferred 


Stock Issues—By Number of Years Dividends 
Accrued—January 1, 1948. 


No. of No. of No. of Approximate 
Years Companies Issues Arrearage 
Less than 1 1 1 $ 71.000 
1—2 0 0 — -- 
2—3 1 1 2,517,000 
3—4 1 1 26,658,000 
4—5 2 2 3.940.000 
5—6 0 0 —— 
6—7 ol 1 3.100.000 
7—8 2 3 73.834,000 
8—9 1 1 1,911,000 
9—10 0 0 _- — 
10—11 3 4 70.936.000 
11—12 0 0 — 
12 and over 12 16 692,967,000 


Summary: Number of Companies in Arrears 22 


Number of Issues in Arrears........ 30 


Approximate Arrearage ......$875,934,000 


Note: Includes all dividend declarations made in 1947. 


Combining the delinquencies on all 30 
issues, the total arrearages come to ap- 
proximately $875,934,000. More than 
one-third of the amount is accounted for 
by one stock, American & Foreign Power 
$7 second preferred A. Nothing has been 
paid on this issue in recent years; mean- 
while the company has disbursed the 
regular rate on its $6 and $7 issues (the 
latter is summarized in the statistical 
table), thereby holding past arrearages 
even. 

The public utility staff of the Securi- 
ties and Exchange Commission has ap- 
proved an amended reorganization plan 
which would eliminate these arrearages, 
but committees representing both first and 
second preferred stockholders are oppos- 
ing the plan. 

There is a sizable group of issues, eight 
all told, on which payments are being 
maintained at the regular rate—leaving 


(Continued on page 12) 





Per Share Statistics of Sampled Preferred Stocks 





* Mean of bid-ask. 





Approximate Latest 
Arrearage Reported Price 
11-48 12 Mo. Earn, 3-3-48 

American & Foreign Power Co., Inc. — $7 pfd. . $73.675 $11.50 6514 
American Power & Light Co.—$6 pfd. 43.5714 12.04 85 
Bush Terminal Bldgs. Co. — 7% pfd. . ‘ 53.50 7.49 8414* 
Chicago Great Western Ry. Co. — 5% pfd. . 6.8714 1.88 14% 
Commonwealth & Southern Corp. — $6 pfd. 18.50 20.73 101* 
Electric Power & Light Corp. — $7 pfd. 89.7155 26.59 142 
General Steel Castings Corp. — $6 pfd. . le 61.50 30.03 113% 
International Rys. of Central America 5% pfd. . 31.00 25.78 101% 
Minn.-Moline Power Implement Co. — $6.50 pfd. . 31.12% 47.71 114144* 
Missouri-Kansas-Texas R.R. Co. 7% pfd. “A” 113.75 4.23 15% 
N. Y., Chi. & St. Louis R.R. Co. — 6% pfd. “A” 84.00 22.68 127% 
Standard Gas & Electric Co. $7 prior pref. 97.65 11.09 98% 




















West Virginia Coal & 
Coke Corporation 


537,050 Shares 


Common Stock, Par $5 


Ticker Symbol: WCK 


HE story of what is now West Vir- 

ginia Coal & Coke Corporation be- 
gins in Barbour, Braxton and Randolph 
Counties of West Virginia, in the days 
when the late Henry Gassaway Davis 
and Stephen B. Elkins were commanding 
figures in the mining industry of the 
Mountain State. 

Operations in the central West Virginia 
coal field had been started by the Davis- 
Elkins interests several years before the 
close of the last century. Some of these 
properties later became the nucleus 
around which West Virginia Coal & Coke 
Company, immediate predecessor of the 
present corporation, was built. It was 
in 1917 when Charles D. Norton, one- 
time Secretary to President Taft, organ- 
ized West Virginia Coal & Coke Company, 
which took over the properties of the 
Davis Colliery Company and the coal 
acreage of the Coal & Coke Railway— 
eight mines and 120,000 acres in all. 
John L. Kemmerer, prominent Pennsyl- 
vania mining man, and Edward Dudley 
Kenna also played active parts in the 
organization of the company. Mr. Kem- 
merer became its first president. 

Extension of Activities 

The extension of activities into the 
southern coal field was effected in 1924 
by the acquisition of the properties of 
the Main Island Creek Coal Company 
and of the southern properties which had 
been held by the Hutchinson Coal inter- 
ests. 

An early act of the enlarged company 
was the acquisition of the river trans- 


10 


The Dorrance Colliery has a capacity 
of 800 tons of cleaned coal an hour 


portation interests which now are oper- 


ated as The Ohio River Company. The 
initial steps in this expansion were the 
purchase of the interests of the Philadel- 
phia and Cleveland Coal Company in 
floating equipment and river loading facil- 
ities at Huntington, West Va., and at 
Addyston, Ohio, near Cincinnati, and 
the construction of a new steel towboat 
Today the River 
Company is the largest commercial car- 
rier in point of tonnage handled on the 
inland waterways. 

In a reorganization in 1929 the cor- 
porate name was changed to West Vir- 
ginia Coal & Coke Corporation. Moderni- 
zation, mechanization and concentration 


and 30 steel barges. 


The steamer “Omar,” 


railroad cars, in a single tow. 


The 


have all had an important place in the 
company’s program to improve its posi- 
tion in the industry. The company 
recently completed a $6,000,000 mech. 
anization and improvement program 
commenced in 1943, covering principally 
underground facilities, enlargement of the 
electric generating plant and the construe. 
tion of a central cleaning and preparation 
plant. Known as Dorrance Colliery, this 
plant, with an hourly capacity of 800 
tons of cleaned coal, processes coal from 
four mines. In 1947 the company pro 
3.872.000 tons of coal from its 
mines and stripping operation, 
Approximately 75 per cent of this pro 
duction came from southern West Vir 
ginia where the principal operations are 
in the Island Creek seam of coal. The 
company is rated as the second largest 
producer of coal in Logan County and 
ranks among the twenty largest producers 
in the industry. 


duced 
seven 


Under the trade name of Junior Mer. 
cantile Stores, the company operates 
general retail stores in its various mining 
communities. Sales in 1947 amounted 
to $2,552,000. 

The balance sheet at December 3, 
1947, showed net worth of $10,593,000, 
equivalent to $25.22 per share of stock, 
and net working capital of $3,307,000. 
The reported gross and net income for 
the year 1947 of $19,588,000 and $2,052, 
000, respectively, were the highest in the 
history of the company. 


which moved a record of 24,162 tons of coal, equivalent to 483 
ship is operated by The Ohio River Company 
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Franklin Stores 
Corporation 


747,158 Shares 
Common Stock, Par $1 


Ticker Symbol: FSC 











PERATING on the principle of con- 

centrating merchandising effort and 
know-how within an established geo- 
graphic area, the corporation operates 101 
retail stores, in 9 southwestern states. 
principally Texas, Louisiana, New Mexico 
and Oklahoma. Incorporated under the 
laws of the State of Delaware on June 5. 
1935, the company acquired the business 
of Frank Rubenstein Stores Corporation, 
which was then operating 23 stores. All 
other stores have since been opened by 
the company itself. 

Specializing in the sale of women’s and 
misses’ popular-priced wearing apparel 
and accessories, the company also main- 
tains representative children’s apparel and 
infants wear departments. In approxi- 
mately 35 stores, space is leased to others 
for the sale of millinery, shoes and gloves. 
All sales are on a cash basis and no credit 
is extended except in one unit in New 
Orleans. 

The bulk of the merchandise require- 
ments for the entire chain is purchased 
through the New York executive offices, 
which maintains complete and detailed 
control. records relating to all phases of 
the daily merchandising and operating 
activities at the stores. While the principal 
sources of merchandise sold by the com- 
pany are located in the metropolitan area 
of New York, company buyers make fre- 
quent trips to and liberal use of the other 
important merchandise markets of the 
West and Southwest. 

The stores are advantageously situated 
in the principal retail shopping areas of 
their respective communities, and all are 
modern in design and appointments. All 
stores are operated on leased premises, 
under medium-term leases, with desirable 
renewal options on a fixed rental basis or 
on a percentage of sales basis, with a 
fixed minimum rental. 

Plans have been completed for the 
opening of two additional stores before 
July, 1948, and a third store before the 
end of the current calendar year. In keep- 
ing with the expressed policy of the man- 


agement, additional stores will be opened 
as suitable sites become available. 

Reported net sales and net income for 
each of the last six fiscal years ending 
June 30 were as follows: 


Sales Net Income 
MR ected ani $ 8,564,940 $ 278,794 
EE, Gos Goas 15,696,696 674,794, 
i, Sra Seen 19,190,997 834,173. 
MEG, <1 Ssehabnisikes 22,146,838 1,020,690 
PE 5's soe Scrat 23,471,918 1,479,668 
WE. (5 Sanceees 21,139,104 1,070,574 


Net income of the company for the six 
months ended December 31, 1947, was 
$1,018,986, equal to $1.34 a common 
share, which compares with $762,715, or 
$1.05, a Common Share for the corre- 
sponding six-month period ended Decem- 
ber 31, 1946. 

The consolidated balance sheet as of 
December 31, 1947, showed current assets 
of $7.438.513, of which $4,346,937 was 
represented by cash and investments in 
United States Government securities, as 
against current liabilities of $2,106,738, 
reflecting a working capital of $5,331,775, 
and a ratio of current assets to current 
liabilities of 3.53 to 1. 
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EXTILE manufacturing, carried on 

in plants located at Lynchburg, Va., 
and Shelby, N. C., consists of spinning 
and weaving and the production of print 
cloth and sheetings in the form of “grey 
goods,” while the finishing work is con- 
ducted at the Windsor Print Works in 
North Adams, Mass. The Windsor plant 
is engaged in bleaching, mercerizing, dye- 
ing and printing as well as producing 
crinkle cloth and seersucker effects; and 
it also finishes grey goods for other 
companies. 

The markets for the company’s lines 
are among garment makers, wholesalers 
and industrial consumers. The approxi- 
mate output, in yards, of the three plants 
in the fiscal year ended August 31 last 
was: Lynchburg plant, 45,378,000, Ella 
plant in North Carolina, 10,700,000; 
Windsor plant, 49,042,000. 





SPECIAL OFFERINGS 


PECIAL offerings of listed common 
stocks on the floor of the New York 
Stock Exchange last year numbered 17, 
compared with 15 in 1946 and 59 in 1945. 
This refers to such operations fully com- 
pleted; there were five others last year 
which were partially completed. 
Comprising a bare fractional part of 
the volume of ordinary transactions in 
the auction market, the shares distributed 
“special” numbered 246,329 with a mar- 
ket value of $6,652,753. Some 51.906 
shares were sold in the partially completed 
transactions with a sale value of $1,980,- 
126. 
The completed sales, in the order in 
which they were marketed, were these: 


Shares 
Offered Price 
Simmons Company ... . 4,900 32 
Tide Water Assoc. Oil Co. . 25,000 194% 
Bristol-Myers Co. 8,000 40 
E. R. Squibb & Sons . 6,000 3444 
Mueller Brass Co. p 13,000 2014 
Endicott Johnson Corp. 6,000 32% 
The Lambert Co. «2 oe 31% 
Pan American Airways Corp. —_ 52,100 114% 
Goodall-Sanford Inc. . « 10,000 31% 
The Brooklyn Union Gas Co. 18,300 20 
Penick & Ford, Ltd., Inc. 4,000 36 
Abbott Laboratories 7,000 154% 
General Mills, Ine. 5,000 50 
Remington Rand, Inc. 23,000 12% 
Montgomery Ward & Co. . 34,000 52 
Champion Paper & Fibre Co. 15,300 22% 
Spencer Kellogg & Co. 9,000 28% 
Total Offerings—17 - 246,329 


A special offering represents the sale 
of an unwieldy block of shares which a 
survey of the “regular way” market indi- 
cates is not likely to be disposed of there 
with expedition and without a disturbance 
of the price. The commission is paid by 
the seller and the selling brokers receive 
a commission larger than the minimum 
stipulated for transactions in the usual 
auction market. 





The company was established in 1938 
to acquire substantially all the assets of 
Consolidated Textile Corporation, pursu- 
ant to a plan of reorganization of this 
concern, which had been formed in 1919. 
Details of the reorganization are con- 
tained in the Consolidated Textile Co., 
Inc., application for listing on the New 
York Stock Exchange. 

The company reported a profit of 
$2,864,294 in the fiscal year ended August 
31, 1947, compared with $1,100,260 in 
the preceding year. Total assets were 
appraised at $8,104,676, against $5,360,- 
900 a year before. Current assets 
amounted to $6,654,800 and current. 
liabilities were $2,362,890. 
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modities helped to edge the average on 
down to 165.65. The fact was not over- 
looked at that point on February 10 that 
the lowest level of last year was 163.21 
and the lowest of 1946 was 163.12... 
both within easy reaching distance of the 
February 10 figure. Only a little further 
weakness, as it was said, and a new lew 
for more than two years would be es- 
tablished. 

It was not established, however, and 
the subsequent improvement to the neigh- 
borhood of 169 by March 6 caused 
chartists to take a fresh survey of the 
surrounding scenery. The cold realism of 
the market’s action makes it necessary to 
accept a thoroughly inconclusive, non- 
fluctuations 
since the war period boom, with post-war 


informative series of ever 
trimmings, reversed itself from a Dow- 
Jones average of about 212 in May, 1946. 

Some specifications label the stock mar- 
ket as a remarkable paradox of an inter- 
val in which bullish influences of a funda- 
mental kind have been well nigh ignored. 
Per-share earnings reported for last year 

and continuing at an impressive rate 

were large in nearly all fields. Yet it 
is not uncommon to discover stocks in the 
list which, while earning $4 a share, are 
selling for $12 to $15 a share; stocks 
earning $6 to $8 a share selling at prices 


Where Earnings Go 
(Continued from page 7) 


finance new, fixed property which should 
be provided through issues of new stock 

only the state of the equity market 
has for some time prevented such action. 

The informed investor who favors com- 
mon stock knows, too, that the corporate 
earned dollar going into new construc- 
tion and replacements is not buying so 
much of assets as it used to. The cost- 
of-living purchasing power of the dollar, 
reckoned variously from 62 to 67 cents 
of its 1939 worth, is appraised in some 
lines of new construction as being less 
productive than a half-dollar in 1939. 
The investor in equities asks himself: 
where will be the break-even point of 
production in the future when derived 
from facilities created at 1947 and 1948 
prices? Can my money so employed earn 
a good return when conditions become 
more nearly normal? 

The answers would appear to rest with 
the volume of business when supply and 
demand come into an area more settled; 
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Market Analysts Face Forest of Paradoxes 


(Continued from page 5) 


of from $30 to $50 a share—that is, at 
prices only three or five or eight times 
the rate of net income. 


Marked-Down Merchandise 


Viewed from some of its fundamental 
angles, the stock market could stand com- 
parison with a marked-down merchan- 
dise mart, the counters holding signs not- 
ing sales at “ten cents on the dollar,” or 
“half-price bargains today.” If earnings’ 
reports compete next to dividend pay- 
ments in influencing stock appraisals, the 
impartial observer might be pardoned 
for expressing a traditional cliché—“How 
long has this been going on?” For ob- 
servers whose memory goes back to the 
depression year of 1932, a kind of parallel 
with current price-earnings ratios would 
be recalled in connection with a variety 
of long-established and usually profitable 
companies whose stock capital was then 
appraised in the market as worth no more 
than their quick assets, in some promi- 
nent instances at little more than their 
cash and equivalent holdings. 

Market history discloses, however, that 
neither current earnings nor cash divi- 
dends have a dominant influence upon 
share appraisals a great deal of the time. 
It is prospective earnings or the senti- 
mental force of economic and _ political 


also with the rates of depreciation which 
future earnings and tax statutes permit. 
The stockholder will doubtless take ac- 
count of elements in the present income 
which act to retard the flow of 
equity capital. Revision ot the law, per- 


tax law 


mitting lower surtax rates on large in- 
and the double 
taxation of dividends, would release sur- 
plus funds for investments in equities and 
remove a part of the burden now imposed 


comes elimination of 


upon corporate profits for capital pur- 
poses. 

Referring to particulars of the table, 
it is seen that tobacco companies dom- 
inate the small group which last year 
paid out more than 60 per cent of net 
income in dividends. In fact General 
Cigar. Liggett & Myers and R. J. Reynolds 
constitute one-third of the roster; of the 
remaining six concerns, several were in 
the food business. Heavy industry cor- 
porations, such as the steels, stood in the 
list distributing more than 50 per cent, 
and the company making the highest 
percentage disbursement was a mining 
company. 






elements outside the market itself which 
play the weightiest parts in governing 
price trends, and it is logical to suppose 
that such influences have been prominent 
for a long time. A school of stock market 
thought argued during the early winter 
that investors and traders had been made 
wary because of the inordinate rise of 
goods prices, primarily in the food com. 
modities field. When a giant correction 
should bring soaring wheat, corn, ete, 
back toward a more reasonable base, then 
stocks would reflect more confidence in 
themselves. 


How Theory Worked Out 

Had this theory been set upon logic, 
stocks might have been expected to pro- 
gress during and after the commodity 
recession occurred, following many prece- 
dents. It happened, though, that equities 
went down with commodities and rallied 
only hesitantly after commodities began to 
approach an apparent equilibrium. 

The gravity of the foreign situation 
continues to act as a brake upon forward 
looking investment plans, in the estima- 
tion of another school of thought; but a 
practical and realistic view of competent 
observers of market phenomena bears 
more sharply upon the subject of dull 
markets. This maintains that high income 
taxes, notably in the realm of surtaxes, 
prevents a great deal of funds which ordi- 
narily would be invested from entering 
the securities market. 


Back Dividends Cut 
(Continued from page 9) 


the previously accumulated total of arrear- 
ages undisturbed. For three years Amer 
ican Power & Light has paid at the regu 
lar rate on its $6 and $5 preferreds. Over 
the same interval Electric Power & Light 
has paid regularly on its $7 and % 
preferred stocks. General Steel Castings 
has paid the regular dividend for over 
five years on its $6 preferred. 
Experience has shown that dividend 
cared for 


through an exchange offer of stock. In 


arrearages are most often 
other, though less numerous, instances 
the issues have been paid up in full 
Sometimes a corporate merger has pre 
vided the solution. 

Cumulative preferreds have been oD 
the recovery road, as respects dividend 


a full They 


have by now passed milestones whieh 


income, for seven years. 
many old-time investors scarcely dared 


look for. 
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Letters to the 


discussion of investment, economic and general 


NEW YORK CITY 
To see dividends on well-considered 
equities yielding the holder from 5 to 8 
per cent merely takes the observer back to 
a status considered normal from 1900 to 
around 1924. My rather long experience 
as a partisan of common stocks for invest- 
ment suggests, for my own satisfaction at 
least, that the relationship among employ- 
ment, factory operating results and the use 
of capital in industry are pretty well in 
balance. They were in balance in 1946 and 
1945 as well, only a little too exuberant 


a speculative opinion about common stock 
appraisals carried yields tdo low. 
ae eS 


BURLINGTON, VT. 

... If the reversal of certain prominent 
commodity prices should now even off with- 
out inciting price reaction in other sections 
of the goods’ and materials’ market, the 
situation would be surprising. I doubt that 
industrial history would show precedents 
of (1) an abrupt, sharp correction stopping 
short without unsettlement in a number of 
markets over a period of months, and (2) 
of a near-record slump of farm products 
being taken in stride by business generally 
without businessmen growing cautious for 
a while. Only time will tell in the present 
instance. 


S. H. E. 


ALMA, NEB. 


The timeliness of the article in THE 
EXcHANGE for January on stock split-ups is 
appreciated. However, I wish you would 
go into further detail as to how to analyze 
the effect of a split-up on the valuation 
under the new capitalization. For instance, 
I am investigating ———— — Company 
which authorized a 2 for 1 split in ’47 and 
the dividend was reduced from $3.60 to. $2. 
Does it give a true picture of the earnings 








per share now simply to divide the earnings 
under the old capitalization by two? Or is 
it proper to assume that the increased cap- 
ital investment will improve the per share 
earnings? . . . The problem of analyzing 
earning power under the expanded capitali- 
zation which is going on in so many cor- 
porations at this time will be very important 
to the investor in the days ahead. The 
rules of the game seem to be changing and 
there is a constant challenge to old yard- 
sticks. 
Miss G. S. 


Eprror’s Note: A stock split-up does not add 
a single dollar to the assets of a corporation, con- 
tribute anything to earning power or necessarily 
indicate a forthcoming change of the dividend 
rate. If a stock is split 2 for 1, all that happens 
is that the holder of one share will, after the 
division is made, have two shares. A stock split- 
up does not expand a corporation’s capitaliza- 
tion, it merely increases the number of shares 
representing the same equity capitalization that 
existed before the division was made. Not in- 
frequently a company does, after a split, increase 
the former rate of dividends, in the instance 
mentioned in the letter evidently going from 
$3.60 to $4 per share in terms of the shares out- 
standing before the split. So far as split-ups are 
concerned, those made last year or any other 
time do not change procedure. 
Split-ups have been going on for a very long 
time. 


corporate 


ROANOKE, VA. 


Your February article dealing with typical 
yields on New York Stock Exchange stocks 
contained a strongly interrupting thought 
for investors aiming at dividend income. 
For a person thinking of gains on his 
capital, it was less meaty. Based on the 
1947 typical yield (the middle one between 
the lowest and the highest), the current 
figure must be in the neighborhood of 7 
per cent. That would compare closely with 
the same percentage of 1942, but the Dow, 
Jones & Co. industrial average of 1942 
ranged between 92.92 and 119.71 while, 



















editor in whole or in part, are presented here as a contribution to current 


financial subjects of public interest. 


as of this date (February 24) it is around 
167. The average suggests that the market 
front is far from being the bargain it was 
at any time in 1942. Speaking, of course, 
with thoughts shaped by the desire to make 
one’s capital return a good yield through 
appreciation. 


a ee 


WHEELING, W. VA. 


Annual reports are assuming as many 
colors as Joseph’s coat, referring to the 
printing jobs done on quite a few that I 
see. This is all right. All right, too, are 
pictures of products the companies make 
and charts—if they can be read easily— 
add to easy, informative reading. What 
irritates me, a stockholder in a fair variety 
of companies, is to see the names of officers 
and directors often put first thing in a 
report. The same space and position ought 
to be used to show what a company earned 
and what it is worth. Every stockholder 
wants to see what was earned as quickly 
as he can get to the figures. 


O; J..F. 
MERIDEN, CONN. 
To see some excellent common stocks 


— 


yielding 6, 7 and 8 per cent without starting 
investors a-running to buy them—a good 
many stood on one another’s shoulders to 
bid them up in 46 when yields were 31% to 
| per cent—reminds a person of what goes 
on in the food market just now. Meats 
fall 6 to 8 cents a pound as the result, 
partly, of fallen demand, but do housewives 
hurry to seize a bargain? They do not. 
When necessity urges not, the hope of get- 
ting real bargains by waiting a little longer 
applies to about every kind of goods that 
can be mentioned. Then, too, a region where 
high living costs retard normal demand had 
been entered before food grains began to 
retreat. 


¥ SW. 


JOBS AT COST 
*6000 EACH 


What if jobs had to be Bought? 


Suppose there were no venture 
dollars available as “growing 
money” forindustry. Noinvestors 
willing to share business owner- 
ship, and the risks that go with 
it. No profits to plow back into 
production facilities. 

Suppose, instead, that each 
employee had to pay what his 
job costs—for machines, raw 
materials, a place to work... all 
the million and one things re- 
quired to start a business and 
keep it going. 

’ The plain fact is that every job 
in modern industry represents 
an investment by someone of 


about $6,000! That’s the average 
amount expended for plants, 
tools and materials per employee! 

Surely, there could be no more 
convincing demonstration of the 
value to all of us of those mil- 
lions upon millions of Americans 
who save and then entrust their 
surplus funds to industry. They 
buy the new tools; they build the 
new factories. Without them, the 
upward march of the nation’s 
standard of living would soon 
come to a halt. 

This is why the New York 
Stock Exchange, the nation’s 
principal market place for inves- 


tors, urges that the policies of 
our government be so shaped 
that they give due consideration | 
to the invested dollar. That dol- 
lar is vital to the welfare of all © 
our people. 


New YORK 
STOCK EXCHANGE 
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